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DETAILED ACTION 
Double Patenting 

Claims 26, 42 and 45-56 are objected to under 37 CFR 1 .75 as being a 
substantial duplicate of claims 14, 1 and 2-13 respectively. When two claims in an 
application are duplicates or else are so close in content that they both cover the same 
thing, despite a slight difference in wording, it is proper after allowing one claim to object 
to the other as being a substantial duplicate of the allowed claim. See MPEP 
§ 706.03(k). 

Claim Rejections - 35 USC § 101 

35 U.S.C. 101 reads as follows: 

Whoever invents or discovers any new and useful process, machine, manufacture, or composition of 
matter, or any new and useful improvement thereof, may obtain a patent therefor, subject to the 
conditions and requirements of this title. 

Claims 14-41 are rejected under 35 U.S.C. 101 because the claimed invention is 
directed to non-statutory subject matter. These claims are all directed to the 
arrangement of an agreement to perform certain transactions. However arranging a 
transaction or obligating parties to perform future events does not represent a useful, 
concrete and tangible result. An agreement is in the abstract as nothing has actually 
happened and there is no result, just the potential for a result. For a claim to be 
statutory it must be directed toward something tangible and not simply an abstract idea 
or thought. 

Claim Rejections - 35 USC § 103 

The following is a quotation of 35 U.S.C. 103(a) which forms the basis for all 
obviousness rejections set forth in this Office action: 
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(a) A patent may not be obtained though the invention is not identically disclosed or described as set 
forth in section 102 of this title, if the differences between the subject matter sought to be patented and 
the prior art are such that the subject matter as a whole would have been obvious at the time the 
invention was made to a person having ordinary skill in the art to which said subject matter pertains. 
Patentability shall not be negatived by the manner in which the invention was made. 

Claims 1-13 and 42-56 are rejected under 35 U.S.C. 103(a) as being 
unpatentable over Downes (John Dowries. "Dictionary of Finance and Investment 
Terms." 1998. Barrons Educational Series. Inc. Fifth Edition, pqs 612-613) in view of 
Garber (US Pat 5.963.923) . 

Re Claim 1 : Downes discloses a method for structuring a transaction comprising 

• Paying interest by the first party to a second party (page 612) 

• Paying a dividend equivalent by the second party to the first party (see 
"floating rate," page 613; dividend equivalent is essentially a floating 
interest rate based upon the stock price) 

Downes does not explicitly disclose 

• Selling a security into a market by a first party at a predetermined time; 

• Periodically marking the security sold by the first party to market and 

• Arranging an agreement between the second party and a third party, 
wherein the agreement provides to the third party short exposure to the 
security based upon the sale of the security by the first party. 

Garber discloses a method for a principal market maker to facilitate a transaction 
of a centralized exchange traded contract by periodically marking the contract to market 
(Column 1 , lines 64-65; Column 2 line 1 1 "Daily Adjustment"), and arranging an 
agreement between a second and third party wherein the agreement provides to the 
third party short exposure to the security based upon the sale of the security (See 
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Column 2, lines 18-30; "quick access to cash flows can be created by combining the 
CME's Rolling Spot Currencies with currency forwards to produce forward swap 
positions.") It would have been obvious to anyone of ordinary skill at the time of 
invention to include the teachings of Garber to Downes in order for a Principal Market 
Maker, such as the one described in Garber, to create a synthetic market for a particular 
security without ever taking ownership of said security and thereby exposing 
themselves to any currency transfer risk (See Garber Column 1, lines 58-65). In this 
manner the first party has an equivalent synthetic long position while the third party 
gains a synthetic short position with the market maker in between. This helps to 
eliminate many problems with the exchange problems discussed by Garber as well 
(Column 1 line 66-Column 2 line 17). 

The current invention is essentially linking an interest rate swap with a synthetic 
short position in a security by means of a middle party. The Garber disclosure shows a 
similar procedure by combining the CME's Rolling Spot Currencies with currency 
forwards to produce forward swap positions (Column 2, lines 25-27). However while the 
references do not disclose wherein the linked trade involves a traded security the 
trading of securities was well known in the art at the time of invention and is a similar 
trading instrument as the "exchange traded contract" of Garber. One would be 
motivated to use a security in order to create a synthetic market related to the cash 
flows of that security when there are counterparties on the long and short side. 

Re Claim 2: Downes in view of Garber discloses the claimed method supra but 
does not explicitly disclose wherein the predetermined time includes a predetermined 
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date. However it was well known in the art at the time of invention and would have 
been obvious to anyone of ordinary skill for a market maker to arrange these types of 
transactions at a predetermined date. One would be motivated to do this so that both 
"transactions" of the process can be arranged at about the same time to avoid any 
potential risk from natural market fluctuations that could occur. 

Re Claim 3: Downes in view of Garber discloses the claimed method supra but 
does not explicitly disclose wherein the predetermined time includes a predetermined 
hour. However, in a similar fashion to claim 2, was well known in the art at the time of 
invention and would have been obvious to anyone of ordinary skill for a market maker to 
arrange these types of transactions at a predetermined time and more specifically a 
predetermined hour. In this way both sides of the agreement initiate simultaneously and 
the natural market risk is further reduced. 

Re Claim 4: Downes in view of Garber discloses the claimed method supra but 
does not explicitly disclose wherein the first party retains the proceeds from the sale of 
the security. However it was well known in the art at the time of invention and would 
have been obvious to anyone of ordinary skill that a party who owns a security and then 
subsequently sells that security is entitled to the proceeds from the sale. If this were not 
the case there would not be any incentive to purchase the security in the first place or 
enter into any type of agreement where they would have to forfeit the capital that they 
initially invested. 

Re Claim 5: Downes in view of Garber discloses the claimed method supra and 
while not disclosing the step wherein the interest is paid periodically using a period 
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selected from the group including daily, weekly, monthly, quarterly, semi-annually, 
annually and at the completion of the transaction, it is notoriously well known in the art 
at the time of invention and would have been obvious to anyone of ordinary skill for 
interest on a transaction to be paid at any of these intervals. In this way both parties 
have an expected positive or negative cash flow at a future time and interest is not 
randomly paid throughout the life of the agreement. 

Re Claim 6: Downes in view of Garber discloses the claimed method supra but 
does not explicitly disclose wherein the dividend equivalent equals at least part of the 
value of any dividend paid on the security sold by the first party. However this is well 
known in the art at the time of invention and would have been obvious to anyone of 
ordinary skill because this is essentially the definition of a "dividend equivalent." In this 
transaction the first party, while not directly invested in the security has entered into this 
agreement with the expectation of cash flows that mime those of the underlying 
security. One such cash flow is the dividend on that security and therefore the first 
party would expect an equivalent cash flow that replaces what they would have earned 
had they not sold the security. 

Re Claim 7: Downes in view of Garber discloses the claimed method supra but 
does not explicitly disclose wherein the dividend equivalent is paid periodically using a 
period selected from the group including daily, weekly, monthly, quarterly, semi- 
annually, annually and at or about the period which is correlated with the payment of the 
dividend. However it was well known in the art and would have been obvious to one of 
ordinary skill in the art at the time of invention to periodically pay the dividend equivalent 
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at time correlating to the actual dividend payment because the first party enters the 
agreement with the understanding that they will receive cash flows that replicate the 
expected cash flows of a shareholder of the security. If this was not the case and 
payments were not correlated then the payment would not be equivalent do the 
underlying security which is what the first party expects. 

Re Claim 8: Downes in view of Garber discloses the claimed method supra and 
Garber further discloses the additional step of making a payment from the first party to 
the second party or from the second party to the first party, depending upon the price of 
the security at the time the security is marked to market (Column 1 line 66-Column 2 
line 17; specifically "daily adjustment"). 

Re Claim 9: Downes in view of Garber discloses the claimed method supra but 
does not disclose wherein the marking is carried out in US dollars, however it was 
notoriously well known in the art and therefore would have been obvious to anyone of 
ordinary skill in the art at the time of invention to include this step because the US dollar 
is the standard currency of many markets and exchanges. Marking to market in the 
most common currency would eliminate any confusion in the process as well as any risk 
associated with currency fluctuations. 

Re Claim 10: Downes in view of Garber discloses the claimed method supra 
and further discloses wherein the marking is carried out periodically using a period 
selected from the group including daily, weekly, monthly, quarterly, semi-annually, and 
annually (Column 2, line 11 "daily"). 
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Re Claim 11: Downes in view of Garber discloses the claimed method supra 
and Garber further discloses wherein the security is selected from the group including at 
least one fixed income security, at least one warrant, at least one stock at least one 
option, at least one convertible bond, at least one non-convertible bond and at least one 
future (Column 2, lines 21-24 "centralized exchange traded contract"). 

Re Claim 12: Downes in view of Garber discloses the claimed method supra but 
does not explicitly disclose wherein the security is selected from the group including at 
least one security associated with a single stock issue, at leas one security associated 
with a basket of stocks formed of a plurality of stock issues and at least one security 
associated with a stock index. However it was well known for any given security to be 
associated with the aforementioned groups and for an individual to select a security 
based upon that association. Therefore it would have been obvious for a security to be 
selected from one of the groups in order to fulfill the investment purposes of the 
individual. 

Re Claim 13: Downes in view of Garber discloses the claimed method supra but 
does not explicitly disclose wherein the first party has a long position in the security. 
However it was well known in the art that a person who owns a security is said to have 
a long position. In the immediate case then, it would have been inherent to anyone of 
ordinary skill that the first party has a long position in the security because they must 
own the security before they can sell it into a market. 

Re Claims 42 and 45-56: These claims contain essentially the same limitations 
as previously rejected claims 1 and 2-13 and are rejected using the same art and 
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rationale. The sole difference is the step of arranging an agreement between a first and 
second party, however the fact that, in claim 1 , there is an exchange between the first 
and second party inherently implies some type of arrangement. The interest and 
dividend equivalent would not just exchange hands without a prior agreement. Also see 
the double patenting objections above. 

Re Claim 43: Downes in view of Garber discloses the claimed method supra but 
does not explicitly disclose wherein the first party is an institutional investor however it 
was notoriously well known for an institutional investor to maintain a long position in a 
security and therefore it would have been obvious to anyone of ordinary skill at the time 
of invention to include this step as an institutional investor would be a prime candidate 
to enter into such an agreement. 

Re Claim 44: Downes in view of Garber discloses the claimed method supra but 
does not explicitly disclose wherein the third party is a hedge fund, however it was 
notoriously well known in the art at the time of invention for a hedge funds to acquire 
short positions as a means to maintain a certain level of risk in a particular security or 
industry. Therefore it would have been obvious to anyone of ordinary skill at the time of 
invention to include this step because hedge funds would be prime candidates to enter 
into such an agreement on the short side of the transaction. 



Claims 14-26. 30-32 and 39-41 are rejected under 35 U.S.C. 103(a) as being 
unpatentable over Garber . 
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Re Claim 14: Garber discloses a method for a principal market maker to 
facilitate a transaction of a centralized exchange traded contract by arranging an 
agreement between a second and third party wherein the agreement provides to the 
third party short exposure to the security based upon the sale of the security (See 
Column 2, lines 18-30; "quick access to cash flows can be created by combining the 
CME's Rolling Spot Currencies with currency forwards to produce forward swap 
positions."). Garber does not explicitly disclose wherein this arrangement is based 
upon a subsequent agreement with a first party that requires the sale of a security into a 
market. However it was well known in the art at the time of invention and therefore 
would have been obvious to anyone of ordinary skill for a market maker to maintain 
arrangements with separate parties with different positions in the same security. The 
market maker, or second party in this instance, would have been motivated to do so in 
order to maintain the market in this particular security and also seamlessly transfer the 
risk associated with the transaction between the other parties. Furthermore requiring 
the parties to perform certain actions further limits potential counterparty risk in the 
transaction. 

The current invention is essentially linking two parties with separate long and 
short positions through a middle party through a synthetic instrument. The Garber 
disclosure shows a similar procedure by combining the CME's Rolling Spot Currencies 
with currency forwards to produce forward swap positions (Column 2, lines 25-27). 
However while the references do not disclose wherein the linked trade involves a traded 
security the trading of securities was well known in the art at the time of invention and is 
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a similar trading instrument as the "exchange traded contract" of Garber. One would be 
motivated to use a security in order to create a synthetic market related to the cash 
flows of that security when there are counterparties on the long and short side. 

Re Claim 15: Garber discloses the claimed method supra but does not explicitly 
disclose wherein the first party is an institutional investor however it was notoriously well 
known for an institutional investor to maintain a long position in a security and therefore 
it would have been obvious to anyone of ordinary skill at the time of invention to include 
this step as an institutional investor would be a prime candidate to enter into such an 
agreement. 

Re Claim 16: Garber discloses the claimed method supra but does not explicitly 
disclose wherein the third party is a hedge fund, however it was notoriously well known 
in the art at the time of invention for a hedge funds to acquire short positions as a 
means to maintain a certain level of risk in a particular security or industry. Therefore it 
would have been obvious to anyone of ordinary skill at the time of invention to include 
this step because hedge funds would be prime candidates to enter into such an 
agreement on the short side of the transaction. 

Re Claim 17: Garber discloses the claimed method supra but does not explicitly 
disclose wherein the predetermined time includes a predetermined date. However it 
was well known in the art at the time of invention and would have been obvious to 
anyone of ordinary skill for a market maker to arrange these types of transactions at a 
predetermined date. One would be motivated to do this so that both "transactions" of 
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the process can be arranged at about the same time to avoid any potential risk from 
natural market fluctuations that could occur. 

Re Claim 18: Garber discloses the claimed method supra but does not explicitly 
disclose wherein the predetermined time includes a predetermined hour. However, in a 
similar fashion to claim 2, was well known in the art at the time of invention and would 
have been obvious to anyone of ordinary skill for a market maker to arrange these types 
of transactions at a predetermined time and more specifically a predetermined hour. In 
this way both sides of the agreement initiate simultaneously and the natural market risk 
is further reduced. 

Re Claim 19: Garber discloses the claimed method supra but does not explicitly 
disclose wherein the first party retains the proceeds from the sale of the security. 
However it was well known in the art at the time of invention and would have been 
obvious to anyone of ordinary skill that a party who owns a security and then 
subsequently sells that security is entitled to the proceeds from the sale. If this were not 
the case there would not be any incentive to purchase the security in the first place or 
enter into any type of agreement where they would have to forfeit the capital that they 
initially invested. 

Re Claim 20: Garber discloses the claimed method supra and Garber further 
discloses wherein the security is selected from the group including at least one fixed 
income security, at least one warrant, at least one stock at least one option, at least one 
convertible bond, at least one non-convertible bond and at least one future (Column 2, 
lines 21-24 "centralized exchange traded contract"). 
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Re Claim 21: Garber discloses the claimed method supra but does not explicitly 
disclose wherein the security is selected from the group including at least one security 
associated with a single stock issue, at leas one security associated with a basket of 
stocks formed of a plurality of stock issues and at least one security associated with a 
stock index. However it was well known for any given security to be associated with the 
aforementioned groups and for an individual to select a security based upon that 
association. Therefore it would have been obvious for a security to be selected from 
one of the groups in order to fulfill the investment purposes of the individual. 

Re Claim 22: Garber discloses the claimed method supra but does not explicitly 
disclose wherein the first party has a long position in the security. However it was well 
known in the art that a person who owns a security is said to have a long position. In 
the immediate case then, it would have been inherent to anyone of ordinary skill that the 
first party has a long position in the security because they must own the security before 
they can sell it into a market. 

Re Claim 23: Garber discloses a method for a principal market maker to 
facilitate a transaction of a centralized exchange traded contract by arranging an 
agreement between a second and third party wherein the agreement provides to the 
third party short exposure to the security based upon the sale of the security (See 
Column 2, lines 18-30; "quick access to cash flows can be created by combining the 
CME's Rolling Spot Currencies with currency forwards to produce forward swap 
positions."). Garber does not explicitly disclose wherein this arrangement is based 
upon a subsequent agreement with a first party that requires the sale of a security into a 
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market. However it was well known in the art at the time of invention and therefore 
would have been obvious to anyone of ordinary skill for a market maker to maintain 
arrangements with separate parties with different positions in the same security. The 
market maker, or second party in this instance, would have been motivated to do so in 
order to maintain the market in this particular security and also seamlessly transfer the 
risk associated with the transaction between the other parties. Furthermore requiring 
the parties to perform certain actions further limits potential counterparty risk in the 
transaction. 

The current invention is essentially linking two parties with separate long and 
short positions through a middle party through a synthetic instrument. The Garber 
disclosure shows a similar procedure by combining the CME's Rolling Spot Currencies 
with currency forwards to produce forward swap positions (Column 2, lines 25-27). 
However while the references do not disclose wherein the linked trade involves a traded 
security the trading of securities was well known in the art at the time of invention and is 
a similar trading instrument as the "exchange traded contract" of Garber. One would be 
motivated to use a security in order to create a synthetic market related to the cash 
flows of that security when there are counterparties on the long and short side. 

Re Claim 24: Garber discloses the claimed method supra but does not explicitly 
disclose wherein the first party is an institutional investor however it was notoriously well 
known for an institutional investor to maintain a long position in a security and therefore 
it would have been obvious to anyone of ordinary skill at the time of invention to include 
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this step as an institutional investor would be a prime candidate to enter into such an 
agreement. 

Re Claim 25: Garber discloses the claimed method supra but does not explicitly 
disclose wherein the third party is a hedge fund, however it was notoriously well known 
in the art at the time of invention for a hedge funds to acquire short positions as a 
means to maintain a certain level of risk in a particular security or industry. Therefore it 
would have been obvious to anyone of ordinary skill at the time of invention to include 
this step because hedge funds would be prime candidates to enter into such an 
agreement on the short side of the transaction. 

Re Claim 26: This claim is an essential duplicate of claim of 14 and is rejected 
using the same art and rationale. 

Re Claim 30: Garber discloses the claimed method supra but does not explicitly 
disclose wherein the predetermined time includes a predetermined date. However it 
was well known in the art at the time of invention and would have been obvious to 
anyone of ordinary skill for a market maker to arrange these types of transactions at a 
predetermined date. One would be motivated to do this so that both "transactions" of 
the process can be arranged at about the same time to avoid any potential risk from 
natural market fluctuations that could occur. 

Re Claim 31: Garber discloses the claimed method supra but does not explicitly 
disclose wherein the predetermined time includes a predetermined hour. However, in a 
similar fashion to claim 2, was well known in the art at the time of invention and would 
have been obvious to anyone of ordinary skill for a market maker to arrange these types 
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of transactions at a predetermined time and more specifically a predetermined hour. In 
this way both sides of the agreement initiate simultaneously and the natural market risk 
is further reduced. 

Re Claim 32: Garber discloses the claimed method supra but does not explicitly 
disclose wherein the first party retains the proceeds from the sale of the security. 
However it was well known in the art at the time of invention and would have been 
obvious to anyone of ordinary skill that a party who owns a security and then 
subsequently sells that security is entitled to the proceeds from the sale. If this were not 
the case there would not be any incentive to purchase the security in the first place or 
enter into any type of agreement where they would have to forfeit the capital that they 
initially invested. 

Re Claim 39: Garber discloses the claimed method supra and Garber further 
discloses wherein the security is selected from the group including at least one fixed 
income security, at least one warrant, at least one stock at least one option, at least one 
convertible bond, at least one non-convertible bond and at least one future (Column 2, 
lines 21-24 "centralized exchange traded contract"). 

Re Claim 40: Garber discloses the claimed method supra but does not explicitly 
disclose wherein the security is selected from the group including at least one security 
associated with a single stock issue, at leas one security associated with a basket of 
stocks formed of a plurality of stock issues and at least one security associated with a 
stock index. However it was well known for any given security to be associated with the 
aforementioned groups and for an individual to select a security based upon that 
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association. Therefore it would have been obvious for a security to be selected from 
one of the groups in order to fulfill the investment purposes of the individual. 

Re Claim 41: Garber discloses the claimed method supra but does not explicitly 
disclose wherein the first party has a long position in the security. However it was well 
known in the art that a person who owns a security is said to have a long position. In 
the immediate case then, it would have been inherent to anyone of ordinary skill that the 
first party has a long position in the security because they must own the security before 
they can sell it into a market. 

Claims 27-29 and 33-38 are rejected under 35 U.S.C. 103(a) as being 
unpatentable over Garber as applied to claim 23 above, and further in view of Downes . 

Re Claim 27-29: These claims in combination with the independent claim 23 
contain essentially the same limitations as claim 1 rejected previously and can therefore 
be rejected using the same art and rationale. In fact each of these claims is broader 
than claim 1, meaning claim 1 contains additional limitations not found in these claims. 
Regardless the rejection of claim 1 can be applied to each of claims 27-29 since all the 
limitations have been shown previously. 

Re Claim 33-38: These claims contain essentially the same limitations as claims 
5-10 rejected previously and can therefore be rejected using the same art and rationale. 
In fact each of these claims is broader than respective claims 5-10, meaning the 
previously rejected claims contains additional limitations not found in these claims. 
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Regardless the rejections of the previous claims can be applied since all the limitations 
have been shown previously. 



Any inquiry concerning this communication or earlier communications from the 
examiner should be directed to Timothy M. Harbeck whose telephone number is 571- 
272-8123. The examiner can normally be reached on M-F 8:30-5:00. 

If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, Hyung S. Sough can be reached on 571-272-6799. The fax phone number 
for the organization where this application or proceeding is assigned is 571-273-8300. 

Information regarding the status of an application may be obtained from the 
Patent Application Information Retrieval (PAIR) system. Status information for 
published applications may be obtained from either Private PAIR or Public PAIR. 
Status information for unpublished applications is available through Private PAIR only. 
For more information about the PAIR system, see http://pair-direct.uspto.gov. Should 
you have questions on access to the Private PAIR system, contact the Electronic 
Business Center (EBC) at 866-217-9197 (toll-free). 
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